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The Single Euro Payment Area (SEPA) involves the creation of a zone in which all electronic payments 
across Europe are considered domestic. There is no difference between national and intra-European 
cross border payments. SEPA aims to improve the efficiency of cross-border payments, to defragment 
national payment markets, and to allow customers to make cashless euro payments by using a single 
bank account and payment instruments. SEPA consists of all 27 European Union (EU) member states 
and includes Iceland, Norway, Liechtenstein, Switzerland, and Monaco. The payment schemes and 
frameworks that are necessary to realize SEPA are defined by the European Payments Council (EPC). 

IBM® Financial Transaction Manager for SEPA Services is used to manage, orchestrate, and monitor 
financial transactions that relate to SEPA payments (Figure 1). 



Did you know? 

The message formats that are adopted by SEPA are not limited to Europe. The SEPA message formats 
are based on ISO 20022, and ISO 20022 is also being adopted in China, Singapore, Australia, Egypt, 
South Africa and other countries worldwide. Significant opportunity is possible for reuse of IBM Financial 
Transaction Manager for SEPA Services. 
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Business value 


Financial institutions are seeking ways to increase revenue opportunities by providing new services and 
increasing market share. They are also having to adhere to regulatory requirements for SEPA Credit 
Transfer (SCT). Many banks initially took a tactical approach for SEPA implementation and now have 
concerns that these platforms will not scale. These environments are typically complex and have the 
following characteristics: 

• Difficult and costly to maintain 

• Lack transactional visibility 

• Difficult to add new services 

• Slow to make regulatory changes 

• Duplication of services 

• Lack of control 

The IBM Financial Transaction Manager for SEPA Service offering provides the following capabilities to 
address these issues: 

• Shorter path to new revenue 

Using industry standards facilitates integration with new and existing systems. Financial Transaction 
Manager uses pre-built SEPA integration maps. 

• Improved business agility 

Enable the ability to select the best product or service for any need. Selective outsourcing is enabled 
by using common interfaces. Application and integration testing are shortened. 

• Increased customer satisfaction 

Financial Transaction Manager provides a complete SEPA payments picture and more complete 
reporting for customers across a bank. Also, greater transparency on transaction status can be 
provided directly to customers. 

• Reduced operational risk 

Less complexity means a less fragile environment. Enhanced monitoring is provided across 
enterprise processing. There is also enhanced business activity monitoring. 

• Reduced cost 

There are fewer technical interfaces, business transaction types, and message types. Reusable tools 
support message types and business services. Immediate support is available for standard SEPA 
messages. 


Solution overview 

The adoption of SEPA introduces significant changes to users and processes: 

• International Bank Account Number (IBAN) and Business Identifier Code (BIC) replace national 
account numbers and sort codes. 

• The maximum execution time for SEPA credit transfers from electronic ordering to credit on the 
beneficiary account is one business day. 
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• SEPA credit transfers are credited in full without deduction of fees from the principal amount 


• Remittance information has a fix standard length of 140 characters, and banks are obliged to provide 
the full remittance information on account statements. 

• New optional data elements are added, including the following data elements: 

• Dedicated originator reference field (end-to-end reference) 

• Dedicated on-behalf-of fields 

• Purpose and category purpose codes 

• Non-urgent mass payments in euro 

• The SEPA XML format is binding for the exchange of payments between banks. 

The deadline for changing to the new system for SCT is 1 February 2014. In Member States that are not 
using the euro as their currency, the deadline is 31 October 2016. Each country must ensure that the 
migration to the new SEPA instruments is conducted in accordance with the regulation. National timelines 
might be longer or shorter than at the general European level because some requirements and migration 
deadlines might vary from country to country during a transitional period. This transitional period will end 
on a date in 2016 or 2017, depending on the country, for all requirements. 

The volume of transactions that are processed by using the SEPA scheme will increase significantly. 
Banks will need a robust and scalable platform to handle this increased traffic. IBM Financial Transaction 
Manager for SEPA Services supports SCT SEPA payment instruments. 


Solution architecture 

IBM Financial Transaction Manager for SEPA Services builds on the core functionality of Financial 
Transaction Manager. It is based on the core code base, database, and Operations and Administration 
Console (OAC) of Financial Transaction Manager. However, the entire Financial Transaction Manager 
Reference Architecture is not required. Financial Transaction Manager for SEPA Services also extends 
usage of IBM WebSphere® Message Broker, ensuring that XML messages arrive and are delivered by 
using WebSphere MQ queues. 
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Figure 2 illustrates the architecture for Financial Transaction Manager for SEPA Services. 
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Figure 2. Financial Transaction Manager for SEPA Services 

Financial Transaction Manager for SEPA Services has the following core components: 

• Predefined message transformation from SEPA ISO 20022 formats into and out of the Financial 
Transaction Manager internal standard format 

• A reference implementation model that demonstrates interactions with the EBA STEP2 clearing and 
settlement mechanism 

This component includes bulking and sending payment files on their value date, receipts of 
verification files, receipt of daily reconciliation reports, receipt of incoming payments, and receipt of 
requests for recall. 

• Documentation for the SEPA implementation 
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Financial Transaction Manager for SEPA Services provides the following features: 

• Prebuilt message flows to manage SEPA-related interactions with a clearing and settlement 
mechanism 

• Ability to start, monitor, audit, and track SEPA payments 

• Transparency across SEPA processing 

• Increased ability to enable straight-through processing for SEPA payments 

• Robust and scalable environment to process large volumes of SEPA payments 

• Easier adoption of SEPA updates 

Configuring Financial Transaction Manager for SEPA Services consists of the following steps: 

1. Install and configure IBM Financial Transaction Manager. Also, configure the Financial Transaction 
Manager database, Open Database Connectivity (ODBC) and Java Database Connectivity (JDBC) 
for IBM WebSphere Message Broker, and the OAC. 

2. Configure Financial Transaction Manager for SEPA Services with the default queue and load 
database definitions, and configure the IBM WebSphere Message Broker Toolkit. 
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Usage scenarios 


This section describes two usage scenarios for SCT: the primary flow and the recall/return flow 

Primary flow usage scenario 

Figure 3 illustrates the primary flow usage scenario. 
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The primary flow usage scenario consists of the following steps: 

1 . Credit transfer requests in the form of pacs.008 messages are introduced to the sending bank system 
when the originating bank places them onto Q1 . 

2. Credit requests are accumulated by the sending bank until they are bulked into large Input Credit 
Files (ICFs) and sent to the STEP2 simulator. 

3. Each credit in the ICF is validated. The valid credits are settled by STEP2 and TARGET2 (simulated). 
The validation results are transmitted by the STEP2 simulator to the sending bank by using Q5 in a 
Credit Validation File (CVF). 

4. Each successfully settled pacs.008 message is packaged into a Settled Credit File and then sent to 
the receiving bank. The receiving bank unbulks the pacs.008 messages and places them onto Q4 for 
notification of the beneficiary bank. 

5. The sending bank uses the CVF from the STEP2 simulator to generate a set of pacs.002 responses, 
one per credit, that convey the success or failure of each credit request. These responses are placed 
onto Q9 for notification of the originating bank. 

6. Real STEP2 processing generates a Daily Reconciliation Report (DRR) for each sending and 
receiving bank. For simulation purposes, the STEP2 simulator is triggered by any message on Q6 to 
generate DRR files that contain settlement information for credit transfer bulks that are sent to and 
received from STEP2. DRRs are placed onto Q7 for further processing by the banks. 
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Recall/return flow usage scenario 

Figure 4 shows the recall/return flow usage scenario. 



The recall/return flow usage scenario consists of the following steps: 

1 . Settled credits can be selected by using the OAC. A recall request can be issued from the sending 
bank. The OAC can be used only by the sending bank. Some form of external communication from 
the originating bank must be assumed as a trigger to the Sending Bank operator to initiate the recall. 

2. When bulking occurs at the originating bank, pending recall requests (camt.056) are bulked in an ICF 
message. 

3. STEP2 prepares SCFs (camt.056) and sends them to the receiving banks. 
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4. The receiving bank receives the recall requests. The person who is responsible for them is alerted by 
the OAC to respond to the recall requests. 

5. Acceptance (pacs.004) or rejection (camt.029) of the requests drives the appropriate Settled Credit 
File (SCF) messages back to the sending bank. 

6. Recall request status at the sending bank is updated according to the acceptance or rejection. 


Integration 

IBM Financial Transaction Manager for SEPA Services can integrate with various partner systems, 
including client systems and file transfer solutions, such as IBM WebSphere Business Integration for 
Financial Networks. 

Because Financial Transaction Manager for SEPA Services is built upon Financial Transaction Manager, 
it inherits the rich set of predefined interface protocols and formats that are delivered by Financial 
Transaction Manager and its WebSphere Message Broker infrastructure. These interfaces facilitate the 
integration of Financial Transaction Manager for SEPA Services functions with the following components 
(Figure 5): 

• The customer and the clearing channels 

• The bank’s core banking applications (such as customer management, account management, and 
arrangement conditions) 

• Specialized components such as fraud and exceptions 



Figure 5. Integration with Financial Transaction Manager for SEPA Services 
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Supported platforms 


For information, see "Detailed hardware and software requirements for IBM Financial Transaction 
Manager offerings" at: 

http://www.ibm. com/support/docview.wss?uid=swg27027034 


Ordering information 

Table 1 shows the ordering information for IBM Financial Transaction Manager for SEPA Services. 
Table 1. Ordering information 


Program name: IBM Financial Transaction Manager V2.0 for z/OS® 
Program PID:5655-Y11 

Entitlement identifier 

Description 

License option/pricing metric 

S0174TD 

IBM Financial Transaction Manager for SEPA Services for 
z/OS V2.0 

Basic OTC, per Install 

SO 1708V 

IBM Financial Transaction Manager for z/OS® V2.0 

Basic OTC, per Value Units 

Program name: IBM Financial Transaction Manager V2.0 for Multiplatform 
Program PID: 5725-F79 

Part number 

Part description 

E0F4GLL 

FTM for SEPA Services Per Install Annual SW S&S Rnwl 

D0V55LL 

FTM for SEPA Services Per Install Lie + SW S&S 12 Mo 

D0V56LL 

FTM for SEPA Services Per Install SW S&S Reinstate 12 Mon 


Related information 

For more information, see the following documents: 

• IBM Financial Transaction Manager product page 
http://www.ibm.com/software/industry/financial-transaction-manager 

• IBM Offering Information page (announcement letters and sales manuals): 
http://www.ibm. com/common/ssi/index.wss?request_locale=en 

On this page, enter Financial Transaction Manager for SEPA Services, Select the 
information type, and then click Search. On the next page, narrow your search results by geography 
and language. 


IBM Financial Transaction Manager for SEPA Services 


10 


Notices 


This information was developed for products and services offered in the U.S.A. 

IBM may not offer the products, services, or features discussed in this document in other countries. Consult your local 
IBM representative for information on the products and services currently available in your area. Any reference to an 
IBM product, program, or service is not intended to state or imply that only that IBM product, program, or service may 
be used. Any functionally equivalent product, program, or service that does not infringe any IBM intellectual property 
right may be used instead. However, it is the user's responsibility to evaluate and verify the operation of any non-IBM 
product, program, or service. IBM may have patents or pending patent applications covering subject matter described 
in this document. The furnishing of this document does not give you any license to these patents. You can send 
license inquiries, in writing, to: 

IBM Director of Licensing, IBM Corporation, North Castle Drive, Armonk, NY 10504-1785 U.S.A. 

The following paragraph does not apply to the United Kingdom or any other country where such provisions are 
inconsistent with local law: INTERNATIONAL BUSINESS MACHINES CORPORATION PROVIDES THIS 
PUBLICATION "AS IS" WITHOUT WARRANTY OF ANY KIND, EITHER EXPRESS OR IMPLIED, INCLUDING, BUT 
NOT LIMITED TO, THE IMPLIED WARRANTIES OF NON-INFRINGEMENT, MERCHANTABILITY OR FITNESS 
FOR A PARTICULAR PURPOSE. Some states do not allow disclaimer of express or implied warranties in certain 
transactions, therefore, this statement may not apply to you. This information could include technical inaccuracies or 
typographical errors. Changes are periodically made to the information herein; these changes will be incorporated in 
new editions of the publication. IBM may make improvements and/or changes in the product(s) and/or the program(s) 
described in this publication at any time without notice. 

Any references in this information to non-IBM Web sites are provided for convenience only and do not in any manner 
serve as an endorsement of those Web sites. The materials at those Web sites are not part of the materials for this 
IBM product and use of those Web sites is at your own risk.lBM may use or distribute any of the information you 
supply in any way it believes appropriate without incurring any obligation to you. Information concerning non-IBM 
products was obtained from the suppliers of those products, their published announcements or other publicly available 
sources. IBM has not tested those products and cannot confirm the accuracy of performance, compatibility or any 
other claims related to non-IBM products. Questions on the capabilities of non-IBM products should be addressed to 
the suppliers of those products. This information contains examples of data and reports used in daily business 
operations. To illustrate them as completely as possible, the examples include the names of individuals, companies, 
brands, and products. All of these names are fictitious and any similarity to the names and addresses used by an 
actual business enterprise is entirely coincidental. 

Any performance data contained herein was determined in a controlled environment Therefore, the results obtained 
in other operating environments may vary significantly. Some measurements may have been made on 
development-level systems and there is no guarantee that these measurements will be the same on generally 
available systems. Furthermore, some measurement may have been estimated through extrapolation. Actual results 
may vary. Users of this document should verify the applicable data for their specific environment 
COPYRIGHT LICENSE: 

This information contains sample application programs in source language, which illustrate programming techniques 
on various operating platforms. You may copy, modify, and distribute these sample programs in any form without 
payment to IBM, for the purposes of developing, using, marketing or distributing application programs conforming to 
the application programming interface for the operating platform for which the sample programs are written. These 
examples have not been thoroughly tested under all conditions. IBM, therefore, cannot guarantee or imply reliability, 
serviceability, or function of these programs. 


© Copyright International Business Machines Corporation 2013. All rights reserved. 

Note to U.S. Government Users Restricted Rights -- Use, duplication or disclosure restricted by 
GSA ADP Schedule Contract with IBM Corp. 
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This document was created or updated on April 10, 2013. 

Send us your comments in one of the following ways: 

• Use the online Contact us review form found at: 
ibm.com/redbooks 

• Send your comments in an e-mail to: 
redbook@us.ibm.com 

• Mail your comments to: 

IBM Corporation, International Technical Support Organization 
Dept. HYTD Mail Station P099 
2455 South Road 

Poughkeepsie, NY 12601-5400 U.S.A. 

This document is available online at http://www.ibm.com/redbooks/abstracts/tips0993.html . 

Trademarks 

IBM, the IBM logo, and ibm.com are trademarks or registered trademarks of International Business 
Machines Corporation in the United States, other countries, or both. These and other IBM trademarked 
terms are marked on their first occurrence in this information with the appropriate symbol (® or ™), 
indicating US registered or common law trademarks owned by IBM at the time this information was 
published. Such trademarks may also be registered or common law trademarks in other countries. A 
current list of IBM trademarks is available on the Web at http://www.ibm.com/legal/copytrade.shtml 

The following terms are trademarks of the International Business Machines Corporation in the United 
States, other countries, or both: 

IBM® 

Red books® 

Red books (logo)® 

WebSphere® 

z/OS® 

The following terms are trademarks of other companies: 

Java, and all Java-based trademarks and logos are trademarks or registered trademarks of Oracle and/or 
its affiliates. 

Other company, product, or service names may be trademarks or service marks of others. 
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